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FOOD PRICES* 
1972 
Increases in food prices, especially beef and pork, are again in 
the news. Should the present farm level of prices on beef and hogs hold 
for a few weeks, the change of retail will not be fully reflected until the 
July index figures are published in August. 
Nationally, the Cost of Living Council and the Price Commission 
are considering several price alternatives. Some of these alternatives 
are: 
(1) A freeze on all food prices, including farm prices. 
(2) A freeze on farm prices,, continuing the present price program 
now in effect for the food trade. 
(3) A roll-back of recent price advances, especially on meat. 
(4) A selective price freeze on those prices which have risen 
most rapidly. 
None of these alternatives will create a larger supply of meat, 
which is the long run solution. The pressure to impose some kind of 
controls, however, is growing and som~ action by the Cost of Living 
Council is likely. Table 1 summarizes the reason for concern over 
meat prices . 
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Ho.,d, Culu111l>u•:;, l >hiu 4 \,_'.I IJ, July I , I 'Iii .. 
-2-
Table 1. Beef and Pork Prices 1 
Beef (Choice Grade) 
1970 
1971 
1972 
Pork 
January 
February 
March 
April 
May 
June 
1970 
1971 
1972 
January 
February 
March 
April 
May 
June 
* Preliminary 
** Estimated 
Average Average Retail/Farm 
Farm Price Retail Price Price Ratio 
--------------Price Per Pound------------------
29. 34 ¢ 
32. 42 
35.74 
36.19 
35.13 
34.53 
35.00* 
37.50* 
21. 95 ¢· 
18.45 
24.84 
25.61 
23.56 
22.89 
25.50* 
27.50* 
90.2 ¢ 
104.3 
111. 5 
115 .8 
115 .8 
109.l* 
111. O* 
119. O* 
78. 0 ¢ 
70.3 
76.3 
81. 3 
79.4 
78.8* 
79.l* 
85. 3* 
3.38 
3.22 
3 .12 
3.20 
3. 2 7 
3.16** 
3.16** 
3.16** 
3.55 
3.81 
3.07 
3.17 
3.34 
3. 40** 
3 .10** 
3.10** 
lpast performance indicates that processor, distributor, and retailer 
margins shrink during periods of rising prices. Traditionally, the meat trade 
has been most profitable when prices are going down or when farm prices are 
low. It would seem unrealistic, then, to point to processors and retailers as 
a cause of higher meat prices at this time. 
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Why the Price Change on Meat? 
Beef supplies coming to market in the first half of 1972 are about the 
same as one year ago, but this is the third year when the amount of beef per 
person did not increase . 
1960 
1970 
1971 
1972* 
* Preliminary 
Beef Consumption,Pounds Per Capita 
85.1 
113. 7 
113 .1 
113.5* 
Beef consumption is income related. Those families with higher 
incomes eat more beef. Family incomes have risen steadily as wages have 
increased and the number of working wives has increased. 
When these two factors are combined--a rather static supply of beef 
per capita and increased income effect on demand--some rationale for higher 
beef prices can be developed. In addition, farmers evidently concluded that 
when the farm price was in the $28 to $32 range, the beef business was not 
very profitable. They did not expand production per capita. 
Pork supplies the first half of 1972 are some 9 percent less than one 
year ago. This is a direct result of low pork prices 18 months ago which 
coincided with high corn prices during this same period. 
In spite of higher meat prices, food will cost the average family a 
slightly smaller percentage of dis po sable income in 19 72, than in 19 71 or 
anytime in history. 
Expenditures for Food in Relatfon to Disposable Income 
Disposable Percent of Dis EQSable Income For: 
Personal Income Food at Food Away Total 
Year {Billions of Dollars} Home From Home Food 
1960 350.0 16.2 3 .8 20. 0 
1965 473.2 14.6 3.5 18.l 
1968 591. 0 13. 4 3.5 18.0 
1969 634 .2 13.3 3.4 16.7 
1970 678.2 13.2 3.4 16.6 
1971 741.3 12. 7 3.3 16.0 
1972* 765.7 12. 5 3.3 15.8 
* Preliminary 
SOURCE: National Food Situation, U. s. Department of Agriculture, May, 1972 
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Those whose income is low or who live on a fixed income are 
especially hard pressed to adjust to these higher food prices as well as 
higher prices on other cost of living items. 
The food price index indicates that even when the index figure 
reflects higher meat prices, food prices will have increased at a slower 
rate than the average of all items in the consumer price index or all services. 
Consumer Price Index 
1967 = 100 
All All All 
Period Items Commodities Food Services 
1962 90.6 92.8 89.9 86.8 
1965 94.5 95.7 94.4 92.2 
1968 104.2 103.7 103.6 105.2 
1971 121. 3 117. 4 118 .4 12 8. 4 
1972 
January 123.2 1.18.7 120. 3 131. 5 
February 123. 8 119. 4 122.2 131. 8 
March 12 4. 0 119. 7 122. 4 132.0 
April 12 4. 3 119. 9 12 2. 4 132.4 
At the same time, however, it must be pointed out that food, as one of 
the classes of commodities, has advanced in price a bit more rapidly than 
most other commodities . 
Meat Imports 
Removing restrictions on meat imports has been suggested as one way 
of increasing beef supplies. Last year, about 8 percent of our beef supply 
was imported. Most of this was a boned, frozen product used largely in 
processed meats and hamburger. Meat import quotas have been suspended 
for the balance of 19 72. 
These imports do not add to the supply of our high demand fresh meats 
such as steaks or chops. Removing the restrictions on imports may help 
hold down the price of weiners and sausage type meats but have little effect 
on our more popular fresh cuts. 
In addition, beef worldwide is in tight supply and it is questionable 
how much we can add to the supply quickly through more imports. 
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SOURCE: Wall Street Journal, June i·a, 1972. 
World Meat Production 
Seen Rising 4 %-6% in '72 
But Agency Predicts That Prices 
Will Remain High; Output Gain 
Attributed to South America 
R!I ti WAI.L STRICF.T ,JOURNAi, .~tnfj llr prir/r)' 
ROME - World production ot beef, veal, 
Pork and poultry Is expected to rise 4'/, to 6'4 
in 1972, but meat prices are likely to remam 
high, the Food and Agriculture Organization 
said. 
The organization's M-nation group on meat 
said the expected recovery of exports from 
South America ls the chief reason for predict-
ing higher production. The prediction was 
made, however, before President Nixon's sus-
pension Monday of U.S. meat import quotas 
for the remainder of 1972. 
"Prices are expected to remain strong and 
import demand for beef, veal, mutton and 
lamb will rise in Westem Europe, the U.S. and 
Japan," the group said. 
In the developing countries, demand for 
meat supplies, as a result of higher personal 
Incomes and population mcrea11es, also will 
continue, the group said. "Under the present 
supply and demand conditions, the upward 
trend in beef and veal prices will continue and 
lamb prices are likely to increase as well In 
these countries," It commented. 
The meat specialists agreed that the acute 
beef shortage resulted from a unique comblna· 
tlon of market factors. 
"Rapidly rising incomes and population in-
creases have accentuated the strength of de-
mand," it noted. 
In the cattre industry there is a considerable 
lag between price increases and the expansion 
of production. Moreover, the rapid production 
increases of the postwar period, wh\ch had 
been achie\·ed to a large extent by a better uti-
lization of the calf-reserves for both beef and 
veal production, might be impossible to match 
In the longer run because calf reserves are al-
ready low In many countries and a strong de-
mand for veal frequently pushes calf prices to 
levels where fattening for beef isn't profit· 
able. It said. 
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Production, Exports, and Imports of Meat 
United States 
Production Imports Exports 
(Million (Million (Million 
Year Pounds) Pounds) Pounds) 
BEEF 
1969 
1970 
1971 
PORK 
1969 
1970 
1971 
LAMB & MUTTON 
1969 
1970 
1971 
21,831 
22,272 
22,450 
12,953 
13,434 
14,743 
550 
551 
554 
1,640 
1,815 
1,755 
409 
448 
459 
152 
123 
103 
Australia and New Zealand have supplied almost 60 percent of the 
beef imports, largely frozen boneless beef. 
37 
40 
53 
154 
68 
72 
2 
2 
2 
Australia and New Zealand have supplied practically all of our lamb 
imports. 
Denmark, Netherlands, and Poland supplied almost 80 percent of 
our pork imports, largely in the form of canned hams. 
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\11arket Facts 
Farm Retail Price Spreads 
~etail Cost of Market Basket 
of Farm Foods 
;.'arm Value 
;.'arm Retail Price Spread 
?armer's Share Retail Food Dollar 
1c Preliminary 
1971 
$1, 2 44 
477 
767 
38% 
1972* 
$1, 2 88 
510 
778 
40% 
The farmers' share of the retail food dollar is now at about the average 
point for the last 50 years. Over the years it has fluctuated above and below 
:his 40 percent average . 
Index of Agricultural Prices 
1967=100 
1971 
Prices Received by Farmers 112 
Prices Paid by Farmers 120 
Prices of Marketing Inputs 
Containers & Packages 113 
Fuel, Light, and Power 12 0 
Services 129 
Farmers' Marketings (Billions of Dollars) 
Cash Receipts 
Net Income 
1971 
51.6 
15.7 
1972 
121 
12 4 
115 
12 4 
135 
1972 
54.5 
18.3 
Farm income is up but the per capita income of farmers is still much 
less than the average for the rest of the nation. 
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Dis po sable Personal Income 
Per Capita 
Farm Population--All Income 
Non-Farm Population 
Farm Income as % of Non-Farm 
Farm efficiency is still increasing. 
Year 
1950 
1955 
1960 
1965 
1970 
Farm Products 
1970 
$2 t 546 
3,399 
74.9 % 
Persons Supplied 
Per Farm Worker 
15.5 
19. 5 
25.8 
37.0 
47.1 
1971 
$2, 692 
3 I 62 3 
74. 3 y) 
If the output per farm worker had remained static for the last decade, 
food prices would be sharply higher now. 
Farm Food Products, Retail Price & Farmers' Share, First Quarter, 19 72 
Farmers' 
Farm Retail Share Retail 
Item Eguivalent Price Price in % 
Beef, Choice 2.28lbs. $1.14 /lb. 64 
Lamb 2 . 45 lbs . 1 .14/lb. 53 
Pork 1 . 9 7 lbs . . 79/lb. 56 
Ice Cream 1/2 gal. .86/ 1/2 gal. 34 
Milk 1/2 gal. .60/ 1/2 gal. 50 
Chicken 1 . 41 lbs . . 41/lb. 48 
Bread . 2 45/lb. 15 
Flour 6. 85 lbs. wheat . 60/ 5 lb. 35 
Apples l.04lb. . 22/lb. 32 
Oranges 1. 03 doz. . 92/doz. 22 
Potatoes 10. 42 lbs. .84/ 10 lbs. 23 
Canned Peaches 1. 52 lbs. .37/ 3 1/2 can 20 
Canned Tomatoes 1 . 515 lbs . .23/ 303 can 12 
Sugar . 69/ 5 lbs. 41 
Eggs 1. 03 doz. . 51/ doz. 55 
Average All Farm 
Products 40 
SOURCE: Marketinq & Transportation Situation, USDA, May 1Y72. 
-9-
The farmer's share of the retail food dollar is not a good measure of 
farmer's welfare. Oranges, for example, while carrying only a 22 percent 
farmer's share may be a more profitable enterprise than eggs with a 55 
percent farmer's share. 
When standard meat cutting procedures are used, it takes 2. 28 pounds 
of choice beef steer to provide 1 pound of meat at the retail counter. 
2. 45 pounds of lamb is required to produce 1 pound of meat at the 
retail counter . 
1. 97 pounds of hog is required to produce 1 pound of meat at the 
retail counter. 
Marketing firms, too, have increased their efficiency. 
Index of Output Per Man Hour of Food Manufacturers 
1967 = 100 
Product Category 1960 1965 
All Foods 79 97 
Meat Products 75 91 
Poultry & Eggs 78 93 
Dairy Products 93 101 
Processed Fruits & Vegetables 79 95 
Bakery Products 77 94 
Sugar 78 93 
Looking Ahead 
1970 
105 
107 
98 
98 
104 
99 
105 
A somewhat larger supply of beef coming to market in the last half of 
1972 is indicated by numbers reported in feedlots. The consensus of opinion 
indicates that beef prices should drift downward through late summer and early 
fall, with farm prices stabilizing at around the $35 level. However, if the 
present strong demand for beef continues, all bets are off. 
Hog prices are likely to maintain strength through the summer with some 
small decline likely during the fall marketing period. 
